Indiana Schedule EZ | nstructions (Revised 9/03)

General Information

Taxpayersdoingbusinesswithinanenterprisezoneandremaining
in good standing with the Enterprise Zone Board may qualify for an
adjusted gross income or financia institution tax credit. Use EZ
schedul esto determinetheamount of grossincome exemption or tax
liahility credit.

Part 1A & B - Taxpayerswith any businessactivity or income
derived from sourcesboth withinand outsidean enterprisezonemay
be required to allocate and apportion their income. Use designated
Part 1A of Schedule EZ to determinethe apportionment percentage
for enterprise zoneincome.

Note: A taxpayer isexempt from the all ocation and apportionment
provisionifit:

(1) Doesnot own, rent, or lease real property outside of an

enterprise zone that isan integral part of itstrade or
business; and

(2) Isnotownedor controlleddirectly orindirectly by ataxpayer

that owns, rents, or lease, real property outside of an
enterprise zone.
In such casesthe taxpayer will attribute all income to the zone.

Part 2- UsePart 2 of Schedule EZ to determinethetax credit for
qualifiedincreased enterprisezoneempl oyment expenditures. If the
cal culated empl oyment expensecredit exceedsthequalified statetax
liability you also must complete Part 3.

Part 3 - Use Part 3 of Schedule EZ to claim a carryover of
employment expense credit and to record the remaining amount of
unused credit.

Thecertification at the bottom of Part 1B must be signed by any
taxpayer using either Part 1 or Part 2 of theschedule. Taxpayersdoing
businessinmorethan oneenterprisezoneshould completeaseparate
schedulefor each zoneif thereare different baseyears. Refer tothe
detailedinstructionsfor each part. For moreinformation, seelncome
Tax InformationBulletin#66.

Part 1A - Apportioned Enter priseZoneAdjusted
Grosslncomefor Employment ExpenseTax Credit

If theincome of ataxpayer isderived from sources both within
and outside an enterprise zone, the adj usted grossincome attributed
to the zone must be determined by use of an apportionment formula
unlesswritten permissionfromthe Department of Revenueisgranted
or the statute exempts the taxpayer.

Line 1 (a)(b)(c)(d)(e) - Property Factor: The property factor isa
fraction. The numerator isthe average value during the tax year of
real andtangiblepersonal property withinthezone (includingrental
property), and the denominator is the average value during the tax
year of such property everywhere. Property owned by the taxpayer
isvaluedatitsoriginal cost. Property rented by thetaxpayer isvalued
at eight times the net annual rental rate, less any annual rental
received by the taxpayer from sub-rentals. The average value of
property will bedetermined by averaging theval uesof thebeginning
and the end of the tax period. If the values have fluctuated, the
averaging of monthly valuesmay benecessary toproperly reflect the
average value of the property factor for the tax period. Attach a
schedule showing how these average values were computed.

Divideproperty valuetotal of column A by column B and enter
asapercentonlinelof columnC.
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Line2 - Payroll Factor : Thepayroll factorisafraction. Thenumerator
isthetotal wages, salaries, and other compensation paidtoemployees
for servicesrendered the businessin the zone, and the denominator
isthetotal of such compensation for servicesrendered the business
everywhere. Compensation ispaid in azoneif (a) theindividual’s
service is performed entirely within the zone; (b) the individual’s
serviceisperformed bothwithinand outsidethezone, but theservice
performed outside the zoneisincidenta to theindividual’sservice
withinthe zone; (c) someof theserviceisperformedinthezoneand
(2) thebaseof operationsor, if thereisno baseof operations, theplace
from which the service is directed or controlled isin the enterprise
zone; or (2) the individual’s residence is in the enterprise zone.
Payments to independent contractors and others not classified as
employees are not included in the factor.

Dividepayroll valuetotal of column A by columnBand enter as
aper cent online2of column C.

Line3(a) (b) (c) (d) - ReceiptsFactor: Thegrossreceipt’ sfactoris
afraction. The numerator isthetotal receipts of the taxpayer in the
zoneduring thetax year, and the denominator isthetotal receiptsof
the taxpayer everywhere during the tax year. The numerator of the
receipt’ sfactor must include all sales made in the zone, sales made
fromthezonetotheU.S. Government and salesmadefromthezone
to astatewhich does not havejurisdiction to tax the activities of the
sler.

For purposes of the employment expense credit the numerator
will aso contain intangible income attributed to Indianaincluding
interest from consumer and commercial loans, installment sales
contractsand credit / debit cards as prescribed under 1.C. 6-3-2-2.2.

Total receiptsinclude gross sales of real and tangible personal
property less returns and allowances. Sales of tangible personal
property are in a zone if the property is delivered or shipped to a
purchaser within the zone regardless of the f.o.b. point or other
conditions of sale; or the property is shipped from an office, store,
warehouse, factory, or other place of storage in a zone, and the
taxpayer is not taxable in the state of the purchaser.

Salesor recei ptsnot specifically assigned abovewill beassigned
asfollows: (1) grossreceiptsfrom the sale, rental, or leases of real
property arein azone if the rea property isin the zone; (2) gross
receipts from the rental, lease, or licensing the use of tangible
personal property arein azoneif the property isin the zone. If the
property was both within and outside the zone during the tax year,
thegrossreceiptsareconsideredinthezonetotheextent theproperty
was used in the zone; (3) gross receipts from intangible personal
property areinazoneif thetaxpayer’ scommercial domicileisinthe
zone and such property hasnot acquired abusiness situs el sewhere;
(4) grossreceiptsfromtheperformanceof servicesareinazoneif the
services are performed in the zone. If such services are performed
partly within and partly outside the zone, part of the gross receipts
from performanceof theserviceswill beattributed tothezonebased
upon theratio of direct costsincurred in the zoneto the total direct
costs of the services, unlessthe taxpayer can directly attribute the
service to the zone.

Sales to the United States Government: The United States
Government is the purchaser when it makes direct payment to the
seller. A saleto the United States Government of tangible personal
property isinazoneif itisshipped from an office, store, warehouse,
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or other place of storage in the zone. Refer to the previous
guidelines for sales other than tangible personal property if such
sales are made to the United States Government.

Add receipts factor lines (a) through (d). Also enter receipts
everywherein ColumnB. Divider eceipt total incolumn A by the
total from columnB. Enter thequotientinthespaceprovided and
multiply thisamount by 200%. Enter theresultinline3 of
columnC.

Line4-Total Percent: Addentriesfromlines1, 2 and 3 of column
C. Enter thesum.

Line5-Apportionment Per centage: For apportionment of enterprise
zone incomefor purposesof theempl oyment expensecredit, divide
the total percentage entered in line 4 by 4 if al three factors are
present in column B.

The property and payroll factors are each valued as afactor of
one(1) intheapportionment of incomeformula. Thereceipt factor
is double-weighted as a factor of 2. In the event there is a total
absence of afactor, divide the total percentage by the number of
theremaining factor values present in the apportionment formula.

Part 1B - Allocated NonbusinessEnterprise
Zonelncomefor Employment ExpenseTax Credit

Complete thispart if you are apportioning gross receipts and
areexcluding any incomethat is considered nonbusinessincome.
Lines (1) and (2) Interest (long-term) and dividends from
nonbusiness sources are alocable to an enterprise zone if the
taxpayer’s commercial domicile is in the zone. Dividends from
foreign sales corporations (FSC or DISC) are treated as business
income and must be apportioned.

Line (3) Net capital gains or losses (sales price less acquisition
cost) from the sale of nonbusiness personal property are allocated
toanenterprisezoneif the property had situsinthezoneat thetime
of the sale, or the taxpayer’s commercial domicileisin the zone.
Include net capital gainor lossfromthe sale or exchangeof all real
property located in an enterprise zone not used in the production
of business income.

Line (4) Rents and royalties from tangible personal property are
allocatedto an enterprise zoneif the property islocated inthezone
and is nonbusiness related.

Gross rents and royalties from nonbusiness related tangible
personal propertiesareallocated to an enterprisezonetotheextent
the property islocated or utilized in the zone.

(a) Theextent of utilization isdetermined by multiplying therents
and royalties by afraction. The numerator isthe number of days
of physical location of the property inthezoneduring therental or
royalty periodsin thetax year. The denominator isthe number of
days of physical location of the property everywhere during the
rental or royalty periodsin thetax year.

(b) Such rents and royalties are wholly allocated to an enterprise
zoneif thetaxpayer’ scommercia domicileisinthezone.

Line (5). Patents and copyrights and royalties from intangible
property not related to the production of business income are
allocated to an enterprise zoneto theextent they are utilized by the
taxpayerinthezone, or thetaxpayer’ scommercial domicileisinthe
enterprise zone.
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A patentisutilized in azoneto the extent the taxpayer employsit
in production or other processing in the zone or produces a patented
product in the zone.

A copyright is utilized in a zone to the extent printing or other
publication originated in the zone.

Line(6) Other nonbusinessincome: Add other nonbusinessincome
not provided for in lines 1 through 5. Explain other nonbusiness
income on a separate schedule and attach to the return.

Line(7) Enterincolumn A apportioned Indianaincome, asmodified,
fromForm|T-65 SchedulelN K-1, andany portionof tiered partnership
incomeattributed to thezone. Enter in column B thetotal non-unitary
partnership and tiered partnership income reported on the federal
return.

Line (8) Enter al related nonbusiness expenses other than state
incometaxes.

Line(9) Net nonbusinessand non-unitary partnershipincomeor | oss:
Add lines 1 through 7, subtract line 8 for each column.

Part 2—Enter priseZoneEmployment Expense
TaxCredit Calculation

I.C.6-3-3-10providesatax liability creditto certainenterprisezone
employers. Thecreditisthelesser of 10 percent (10%) of theincrease
in wages paid to qualified employees or $1,500 multiplied by the
number of qualified employees. A qualifiedemployeeisanindividual
who:

(1) Hashisprincipal place of residencein the enterprise zonein
which heisemployed;

(2) Performs services of which 90% aredirectly related to the
conduct of the taxpayer’ s trade or business located in an
enterprise zone;

(3) Performs at least 50% of hisservicefor the taxpayer inthe
zone; and,

(4) In the case of anindividual who isemployed by ataxpayer
that is a pass through entity, was first employed by the

taxpayer after December 31, 1998.

Except for employerswho are defined as“ pass through entities”
an increase in wages is determined by subtracting wages paid to
employees that could qualify in the base year from wages paid to
qualifiedemployeesinthecurrenttax year. Thebaseyear isthetwelve
(12) month period immediately preceding the month in which an
enterprisezoneisestablished. Dividetheannual baseperiod qualified
wages by 12 to find the monthly base period wages.

Taxpayers whose tax years do not coincide with the designation
of an enterprisezonemust proratetheir qualified wagesfor theperiod
after designation. For theyear inwhichanenterprisezoneisdesignated,
fiscal year taxpayers should prorate their qualified wages.

“Qualified statetax liability” meanseach taxpayer’ stotal income
or financial ingtitution tax liability incurred under:
(1) 1.C. 6-3-1through.C. 6-3-7 (state adjusted grossincometax)
with respect to enterprise zone adjusted gross income;
(2)1.C.27-1-18-2(insurance premiumstax) withrespect to
enterprise zone insurance premiums; and

(3)1.C.6-5.5(financial institutionstax)

ascomputed after the application of the creditsthat, under 1.C. 6-3.1-

1-2, areto be applied before this credit.
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“Passthrough entity” meansa:

(2) corporation that isexempt from adjusted grossincome tax

under 1.C. 6-3-3-3.8(2);

(2) trust;

(3) limitedliability company; or

(4) limitedliability partnership.

If apass through entity is entitled to a credit but does not have
astate tax liability against which the tax credit may be applied, an
individual whoisasharehol der, partner, beneficiary, or member of the
passthrough entity isentitled to apro ratashare of the computed tax
credit.

If thecredit exceedsthetaxpayer’ squalified statetax liability for
thetaxableyear, thetaxpayer can carry any excesscredit back three
yearsand forward uptotenyearsuntil theenterprisezoneterminates.
Caution: An eligible enterprise zone employer for purposes of the
employment expense credit cannot be a governmental agency or
nonprofit organization (with nounrelated tax liability).

Part 2

Linel- Enter baseperiodyear. For apassthrough entity, enter 1999.
Enter on line 1aamount of base period wages paid; except, that for
pass through entities, base period wages will bezero (0). Enter on
line 1b amount of wages paid to qualified employees during the
current year. However, pass though entities must enter amount of
wages paid to only qualified employees, newly hired since 1999,
during the current tax year. Wages paid to otherwise qualified
employees who were already employed by the pass through entity
since before January 1,1999 may not beincluded.

L ine3- Enter figurebased on number of qualified employeesduring
thetax year. Caution: Employerswho are passthrough entitiesmay
count only thosequalified empl oyeesthat werefirst employed by the
entity after December 31,1998.

Line6- Taxableincome, for purposesof thecredit, isfederal taxable
income (before net operating loss deduction) with all applicable
Indiana modifications. However, an S corporation with passive
incomeor built-ingainstax liability must enter amount computed on
Schedule B of Form IT-20S. Employers not subject to the
apportionment and/or all ocation method of computing zoneincome
should disregard lines 7 through 12 and enter Indiana net taxable
adjusted grossincomefromzonesourcesonlines6and 13. Domestic
insurancecompanies, financial institutionsand (passthroughentities
with no tax liabilities) must enter zeroand goontoline 15.

Line 12 - Taxpayerswhose Indianaadjusted grossincomeistotally
eliminated by anet operating loss deduction will have no enterprise
zone adjusted gross income tax and should enter zero on line 14.
Taxpayerswhosel ndianaadjusted grossincomeispartially of fset by
anet operating | oss deduction must determinethe portion of theloss
attributable to an enterprise zone source. Separately complete the
apportionment Schedule EZ, Part 1 applicable to the loss year.
Multiply the remaining net operating loss deduction used in the
current year by this percentage and enter the product on line 12 as
apositivefigure.
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Line 14 - Multiply line 13 by the individual tax rate of 3.4% with
respect to “enterprise zone adjusted gross income.” A corporate
entity must use the tax rate of 8.5%.

Line 15 - The entry on this line represents total qualified state tax
liability. Taxpayersfiling FormIT-20must enter theamountfromline
14. Financial institutiontaxpayersmust enter net financial institution
tax due(line29 of Form FI T-20) reduced by other nonrefundablestate
tax credits. Domesti c insurance compani es shoul d enter the portion
of premium tax attributed to the enterprise zone.

Line 16 - Thisisthe credit available for the current year plus any
appliedcredit carryover. A Passthrough entity without any current
yearincometax liability may passthroughtoeach of itsmembers their
pro ratashare of credit from line 5 plus any unused carryover.

Line17 - Whenthetotal credit (online5), exceedsthe current year
qualified state tax liability (on line 15), the taxpayer may carry the
excess back and/or forward against computed state income tax
liabilitiesderived from the enterprise zone. Refer toinstructionsfor
Part 3.

Note: A taxpayer isnot entitled to arefund of any unused credit.

Part 3—Employment Expense T ax
Credit Carryover for EnterpriseZoneTaxLiability

When the enterprise zone employment expense credit exceeds
thetaxpayer’ squalified statetax liability for thetax year, theremaining
credit may be carried back three years and applied to each year
whether or not a credit is utilized, and/or carried forward up to ten
years until the enterprise zone terminates.

Theapplication of thecredit, when carried over, must be shown
on Schedule EZ, Part 3. A copy of this schedul e should be attached
toany return onwhichthetaxpayer isapplyingthecredit. A separate
schedul e should be completed when acredit isavailable from more
than onetax year.

Note: Amount of credit appliedisgenerally limited to the qualified
state tax liability which is based on the tax on income derived from
the enterprise zone.
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Year

Part1A

To Determine Enterprise Zone Adjusted Gross Income
for Employment Expense Tax Credit

Name

Federal Identification Number

Thisschedulemust becompleted by taxpayers havingincomefrom sourcesbothwithin
andoutsidethezone, who arenot otherwiseexempt fromtheall ocati on and apportionment
provisions for determining enterprise zone adjusted grossincome. Total Total Within and

(Enter percent to two decimals, e.g., 67.89%)—

Column A Column B

Within the Zone Outside the Zone

Column C
Per cent

Within the Zone

1. Property Factor

2. Payroll Factor

thereturn.

(b) Sales shipped from the zone to:

Average value of owned property from the beginning and the end of the tax year
(Value of real and tangible personal property at original cost.)

(@ Property reported on federal tax return (averagevaluefor tax year) .................
(b) Fully depreciated assets still in use at cost (average value for tax year) ..........
(© Inventories, including work in progress (average value for tax year)
(d) Other tangible personal property (averagevaluefor tax year) .........ccovvvennnne
(© Rented property (8 timesthe annual rental) ..........ccocevvvveiinneneinciree
Total Property Values: add lines (a) through (€) ........ccccvveerierineciieneeseens

Wages, salaries, commissions and other compensation of related included in

Total Payroll Value: ........cccoeeeennnne

3. ReceiptsFactor (lessreturnsand allowances):

(a) Salesdelivered or shipped to the enterprise zone
(1) Shipped from Within the ZONe ...........ccouiiirrii s
(2) Shipped from outside the ZONE ..........cccviveereririiiiiee s

(1) The United StateS GOVEIMIMENL .........c.evrvrreiririeirinieesisieieseseeseeseeeeeesiens

(2) A location outside a zone where the only sales activity consists of the
solicitation of orders which may be accepted but are not subject to
approval or rejection at SUCh 10CaLION. ...t

(c) Interest income and other receipts from extending credit attributed to the zone

(d) Other gross business receipts not previously apportioned............ccccceveecennes
Total Receipts: Add column A, lines 3(a) through 3 (d); enter all receiptsin
colUMN B ..o
Adjusted ReceiptsPercent Within Zone:

Divide total receipts, column A by amount in o

column B, enter percent within zone here .................. %] X 200% (2.0) double weight adjustment ...........c.coceevevinene

1

%

2 |

%

4. Total Percent (sum of percentagesin columN C, [INES 1,2 NG 3): .....uiuriiiiiiirieiiiriisi ettt sttt ettt

5. EnterpriseZonelncomeapportionment Per centage:
Dividetotal percent online4 by 4 if @l three faCtOrS @& PrESENT .........iucuiiiiieiiee bbbttt ens

NOTE: If either property or payroll factor for column B is absent, divide line 4 by 3. If the receipts factor is absent, you must divide percent on Ilne 4 by 2.

%

%

%

To DetermineAllocated Nonbusiness’Non-Unitary

Part1B Enterprise Zonelncomefor Employment ExpenseTax Credit
Allocate, using the provisions of |.C. 6-3-2-2(g), any income classified as nonbusiness derived Zone Sources All Sources
from sources within the zone and from sources everywhere. Column A Column B
(1) Dividends (not from DISC or FSC) (excess after dividend deduction) ..........cccceveevernceierenienes 1 1
(2) Interest (other than U.S. GOVErNMENt INLErESL) ....cccoviuceririririnieiee st 2 2
(3) Net capital gains or losses .13 3
(4) Rents and royalties from tangible personal Property ... 4 4
(5) Patents, copyrights, and royalties from intangible property ... 5 5
(6) Other NONDUSINESS INCOMIE .....cviuiiiirieiieeieieiere sttt ettt e 6 6
(7) Distributive share income from Non-Unitary partnerships and tiered partnerships . -7 7
(8) Less other related expenses for NONDUSINESS INCOME ......couciiririeirenieeeerisie e 8 8
(9) Net nonbusiness and non-unitary partnership/tiered income or loss (Add, lines 1 through 7, 9 9
subtract line 8 for €ach COIUMN ..o

I certify | have examined this schedule, and to the best of my knowledge and belief it is true, correct and complete. | further certify that Indiana business
activities were not substantially reduced for the purpose of relocating the business in an enterprise zone.

Signature

Title

Date
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IndianaDepartment of Revenue

Tax Year Ending:
Month

Year

Part?2

Enterprise Zone Employment Expense Tax Credit Calculation

Name

Federal Identification Number

Indicate type of income tax return to be filed by employer (Check one):

J

*Pass through entities
Individual Form 1T-40
Corporation Form IT-20

Nonprofit Form IT-20NP
Financial Institution Form FIT-20

3

) S Corp. Form IT-20S*
(U Partnership Form IT-65*
u Fiduciary Form I1T-41*

Location name of Enterprise Zone(s) or Airport Development Zone Base Period Base Period Current Tax Year
Y ear Qualified Wages Qualified Wages
1. Qualifying wages attributed to zone (Pass through entities enter zero on line 1a) la 1b
2. Qudifiedincrease (subtract [INE€ 1 afroM IINE D) .....ciiiiiiiiiieiie bbbttt e bbb eben 2
3. MUItIPlY 1iN€ 2 DY L0U6 (0.10) ..ueeeeeuiiiteseisietesest ettt ss et e bbb et s st b b s b bbb e bR e b st bRt bRt b et bRt e et 3
4. Number of qualified employees (except for pass through entities, number first employed after 12-31-1998): X $1500 ....... 4
5. Enter thelessor of line 3 or line4 (Thisisyour current year employment eXpense Credit) ... 5
6. Current year federal adjusted grossincome after Indianamodifications (seeinstructions) ................. 6
Entities subject to insurance premium tax or financial institutions tax, skip to line 15
7.  Nonbusiness income from all sources from Part 1B, [ine 9 of column B .......c.cccceevveiieeciecicceeceenen, 7
8. Net taxable businessincome (subtract [ine 7 from liNE 6) .........ceeueueuerriririiireieiecseeeeeseeeeees 8
9. Apportionment percentage from Part 1A, [INE 5 .......ccviiiiiiiiriiiieerss e 9 %
10.  Enterprise zone business income (multiply iN€ 8 by 1IN 9) .....cccovvviriviriiiriiiiircreereeeeeine 10
11.  Nonbusiness enterprise zone income from Part 1B, line 9 of ColumMN A .......c.coviiivrnniiieeens 11
12.  Enterprise zone net operating |0ss deduction (SEe iNStrUCLIONS) ........ccveeevririeeeirinieieireesee e 12
13.  Total "enterprise zone adjusted gross income" (add line 10 and line 11, subtract line 12) ................ 13
14.  Enterprise zone adjusted gross income tax (multiply line 13 by 3.4%) Corporate taxpayers, USE 8.5%0 .........ccovrrereeerererneseseserereseseeenens 14
15. Thisisyour qualified state tax liability: Enter the amount from line 14; the net financial institution tax; or insurance premium
tax attributed to the enterprise zone. A pass through entity with no tax liability will enter Zero. ..........cocecevviinvvcinsescee 15
16.  Enter thelesser of line 5 (plus applied carryover credit) or line 15. If line 15 exceedsline 5, add your available unused carryover
credit from other tax years, up to the remaining amount of your qualified state tax Hahility ........ccoccoirriiiiniiiic e 16
(Carry this amount to the appropriate credit entry line on the annual corporate or individual income tax return. Pass through
entities with no income tax liabilities enter the pro rata share of credit fromline 5 on Form IN K-1.)
17.  Unused credit carryover - If line 5 exceeds line 15, enter the excesshere and 0N Part 3 ..o 17
Part3 Employment Expense Tax Credit Carryover for Enterprise Zone Tax Liability
Year of Credit Credit Carryback Period Ending Qualified Tax Liability Applied Remaining Excess Credit
3rd preceding tax year $ $
2nd preceding tax year $ $
1st preceding tax year $ $

Amount of excess
credit from Part 2

Credit Carryforward
1st following tax year

2nd following tax year

Location name of
Enterprise Zone(s)

3rd following tax year

4th following tax year

5th following tax year

6th following tax year

7th following tax year

8th following tax year

9th following tax year

R A R AR Ao
R R R R AR AR

10th following tax year




